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President’s Report 


The Company enjoyed a year of record growth and perfor- 
mance during 1973. The increased volume of finance 
business and higher levels of outstanding receivables resulted 
in a substantial increase in our earnings. 


Net earnings for 1973 were $3.5 million, up 34.3 per cent 
from 1972 and represented a 17.6 per cent return on average 
equity capital invested. Gross operating income was $18.9 
million, up 32 per cent over the prior year. Dividends of $.4 
million were paid in 1973 and $3.1 million of income was 
retained in order to strengthen our capital base. 


Financing volume amounted to a record $345 million, an 
increase of 29.7 per cent over last year’s volume. This 
increase was the result of the record sales performance of the 
parent company and our continuing efforts to expand our 
retail financing services. 


Receivables outstanding at year-end totalled $183.2 million 
— a 16.8 per cent increase. Most of this growth was in the 
retail portfolio where a 21.4 per cent increase was achieved. 


The Company, this past year, successfully completed one 
long-term and one medium-term financing totalling $15 
million. The proceeds of these issues, both privately placed, 
were used to reduce short-term borrowings. The Company 
also issued and sold a $2 million subordinated note which 
increased the total subordinated debt of the Company to 
$11.1 million. 


During the year, R. H. Burnside retired and resigned from the 
Board of Directors. W. E. Callahan, Executive Vice President, 
International Harvester Company, was elected a director. 


We expect a further expansion of the Company's business in 
1974. The favourable outlook for the Canadian economy, 
particularly in the capital equipment markets served by the 
parent company, indicates an increasing demand for our 
financial services. 


But we must recognize that there are factors that can 
materially restrict the potential of the economy. Inflationary 
pressures, unless curtailed by both the public and private 
sectors, threaten industry's ability to compete at home and 
abroad. The energy situation must be given serious consider- 
ation in important facets of the economy and the accelerating 
cost of government-sponsored programs are of increasing 
concern. 


Interest rates are not expected to show any significant decline 
during the early part of 1974 since the continuing strong 
demand for funds is expected to maintain upward pressure 
on rates over the near term. These higher money costs could 
affect our net earnings next year. We expect, however, that 
the increased interest expense will be offset largely by the 
income generated from higher levels of receivables. 


On behalf of the Board of Directors, | wish to extend our 
sincere appreciation to the dealers, distributors and customers 
with whom the Company carries on business; to the 
financial and banking community, our thanks for its support; 
and to all our employees, our gratitude for making this past 


year a successful one. 
ae 
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Annual Report for the year ended October 31, 1973 


INCOME 

Net income of the Company for 1973 was $3,527,350, representing an increase of 34.3% over 
$2,625,595 recorded in 1972. Record wholesale and retail acquisitions were primarily responsible 
for this increase. Gross income for 1973 was $18,868,197, an increase of 32.0% over $14,290,638 
in: 1972: 


Net income in relation to average equity capital was 17.6% in 1973 compared to 15.1% in 
1972. Dividends of $400,000 were paid in 1973 compared to $600,000 in 1972. 


WHOLESALE RECEIVABLES 


Wholesale receivables acquired in 1973 totalled $234,006,000 representing an increase of 
31.7% over $177,674,000 acquired in 1972. This increase in acquisitions was due to higher whole- 
sale sales by th@parent company in 1973. The following is a comparison of wholesale receivables 
outstanding: 


October 37, 1973 October 31, 1972 
Agricultural and Industrial Equipment........ S 29,199,007 $31,857,386 
aR Co lel candor wae I eal somaenNGy Vane cio Lasatn Dene a Ca LK eh 26,458,397 AT OLS lela 
COnstiuchon ECQUILDOINChit aes. irenti siecle §,/7/18.601 9,543,478 


$ 64,376,665 $09,018)975 


Wholesale receivables outstanding six months or more at October 31, 1973 amounted to 
14.5% of the total. Such receivables were 20.3% of the total in 1972. 


RETAIL RECEIVABLES 
fo 


7 

Retail contracts acquired in 1973 were the highest in the Company's history and amounted to 

$111,065,000 compared with $88,419,000 in 1972, an increase of 25.6%. Shown below is a 
comparison of retail receivables outstanding 


October 37, 19/3 October 31,1972 
Agricultural and Industrial Equipment........ § 2/.713441 $34,744,002 
Hi Ula} pte ener AS eer GUN ek Ua coer cs on 76,478,891 5300227005 
COnStructionsEGUIDMenta sare rn eee earn ee 14,669,482 10,188,291 
$118,861,514 $97,935,008 


Retail receivable instalments delinquent sixty days or more at October 31, 1973 were 0.07% of 
retail receivables outstanding, compared to 0.10% of retail receivables outstanding at October 
Shee: 
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ALLOWANCES AND DEALERS’ CONTINGENCY CREDITS 


The allowance for losses at October 31, 1973 was $1,872,704 (1.02% of total outstanding) 
compared with $1,871,944 (1.19% of total outstanding) at October 31, 1972. In 1973 $170,000 was 
placed in allowance for losses and charged to income, compared to $300,000 in 1972. 


Losses incurred in 1973 amounted to $169,240 (0.05% of liquidations) compared to $147,131 
(0.06% of liquidations) in 1972. 


Dealers’ contingency credits held for possible future credit losses amounted to $1,551,914 at 
October 31, 1973 compared to $1,265,220 at October 31, 1972. 


The Company's policy is to write off accounts as soon as they are determined to be un- 
collectible. Most retail losses are charged against contingency credit accounts established for 
dealers and International Harvester Company of Canada, Limited. Repossessions are on the books 
generally at the estimated resale value, thus the estimated losses, if any, are charged directly to 
dealers’ contingency credit accounts or taken up as losses by the Company. 


FINANCIAL 


On March 15, 1973, $10,000,000 of 8%% Serial Debentures, Series D were issued and sold 
through private placement. Such debentures will mature serially as to $1,000,000 principal 
amount on March 15 in each of the years from 1984 to 1993 inclusive. 


On April 9, 1973 a $2,000,000 7%% Junior Subordinated Note due April 8, 1978 was sold 
and on June 1, 1973 a $5,000,000 U.S. Funds 8%% Note due June 1, 1976 was sold. 


INTERNATIONAL HARVESTER CREDIT CORPORATION OF CANADA LIMITED 


STATEMENT OF INCOME AND INCOME RETAINED 


FOR THE YEARS ENDED OCTOBER 31, 1973 AND 1972 


INCOME 


Interest, discounts, finance charges and other 
income on notes receivable 


{21 ts) | Meron enema he Le Rita See peer He Mee met hl oi bec HE: 


VV OES ale leche als wear I eae acs hrm mae 
AT OLAl AA CONTC 2: eee cance i ean 


EXPENSES 


DeDentUTeseXDeNnSe tae | nett he as oy heer meres ae : 


Service fee paid to parent company for credit 


and collection, management, and other services..... 
Provision for losses on receivables.................. : 
[TISUIFANI COs hata nt Rea cht eee ela Rn Le ed a 
Other.charges="- aie eae Sisk 4 Re oe dee ee 
TAXESOMMMCONIG= aren ethene Sa ol er : 


INCOME FROM OPERATIONS BEFORE 


EXTRAORDINARY eR EIVig cree teste rete cet tee rain area 


Extraordinary item 


Realized exchange gain on retirement of long-term 
debt (net of applicable income taxes of $103,964) 


Net income for the:year. 74.5 ee ee eee 
Dividendsspaid \ nee eee oe ees eee 


INCOME:RETAINED: FO Reig Es CEA Rot. 2 eens eee 


INCOME RETAINED AT BEGINNING OF THE YEAR 


INCOME RETAINED'AT EN D*OR IRE EAR eae ee 


1973 


$11,068,062 
g00;13 
18,868,197 


9,307,192 
105,014 
66,500 


1,704,000 
170,000 
430,859 
123,963 

3,537,283 

15,444,811 


an 


3,423,386 


a 


103,964 


3,027,350 
400,000 


_ 3.1427,590 


8,409,626 


11,536,976 


eZ 


$ 8,414,601 


——— 


14,290,638 


6,830,661 
L223 
42,206 


1,545,500 
300,000 
299,264 
116,876 

2,412,814 


11,665,043 


a a 


A 


2,625,595 


2,625,095 
600,000 


2,025,990 


6,384,031 


$ 8,409,626 


The Basis of Financial Statements presented on page 6 is an integral part of this statement. 
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STATEMENT OF FINANCIAL CONDITION OCTOBER 31, 1973 AND 1972 


ASSETS 


[CHARS ale c= anal ea eanah en ole arn ea Re 
NOTES RECEIVABLE 
Retail (including due from affiliated company 
O73 —— 09,0 10169219 72—— $5229) /62)iwe a 
VV MOLES al Cuenta tata that eden ane grec He muh Ri. aes n ciel ON Ee! 


Less 
Unearned finance charges on retail notes .......... 
Deferred discounts on wholesale notes ............ 
PAN OVVAINCE sl ONMOSSOS sate eee tern Mea AC carat 


NOLESECEIVADIGRRMCT) ence see a cake gts ak ak coal 
REE @ Sor Ol © NSwrera cece tr tiene coe ee Annee ee, 
DEEEREEDHING ONE RIAXES caw se ae ee eee 
REA ORIN Eb Esler emer eet, (earn Coie oot 
VINAMORTIZEDIDEBENTURB-EXPENSE 2 a:00. 4.5. 


ROMAIN S Sour nee Ure a rere oes ee tie et 


LIABILITIES AND EQUITY CAPITAL 


DAN KG IN DEBREDINES Steno noch etpe ttl. Voto auav 
NOTES PAYABLE WITHIN ONE YEAR 


RAbehl ice Ot Dall mrmeee te, Sirs tel a cha SN ney Wl a ore ee ade 
Notes placed primarily in the open market ............ 
Curentmatunues otiong-termedebt t..ck.he eo. yo 


ACCOUNTS PAYABLE 
Pahehits COMO) Vaan mee Pile cs tig Cars ent vo ap wadteietis Sess 
GUNG leer et ener rs ion ye AS tis Aad ad tv's 


DEATER ocCONMNGENG ICC REDIMNSS2 =. Mi4ac ee se 
BE GER IE DALE Smarr ata eis i ane et Was hle A a pel dla ; 
POG) Eo al Nien eo) Meme aie ae te AE Se Oe 
EOING 2 CER VED EB reer eos nine chelate che 4 ccrta'y see o> 


EQUITY CAPITAL 
Capital stock 
Authorized — 250,000 shares of $100 par value 
Issued: andaiully, paid 1.00, O00 :shares. asaee 2.6.25 ; 
iCOMeTetalne Can mennetnr sss tas eke hair. Seen ets ti) oe 
HOTA CUITY SCAM tale. rotten a Aye cmt pom ae 
ROA iA PLE OrAN bzeO Ul YoCAPITALS eee. ae 8 


Approved by the Board: 
W.N. SMITH, Director 
W. R. FLEMING, Director 


1973 
2 


118,861,514 
64,376,665 


_183,.238.179 


14,883,001 
513,489 
1,872,704 
17,269,194 
169,968,985 
38,191 
922,000 
435,476 
105,000 


167,469,652 


$ 321,208 


8,930,000 
400,000 
65,992,000 
5,732,000 


81,054,500 


5,680,643 
348,758 
6,029,401 
1,551,914 
1,122,037 
1,367,753 
54,485,813 


10,000,000 
11,536,976 


21,536,976 
$167,469,652 


Lo72 


$ 49,115 


97,935,008 
59,018,975 


156,953,983 


M2297 22035 
486,706 
1,871,944 
153315185 
141,622,798 
73,858 
940,000 
257,348 
67,500 


143,010,619 


7,370,000 
2,100,000 
55,984,868 
5,217,860 


70,672,728 


7,676,207. 
232,367 


7,908,574 


13260:220 
428,754 
1,107,404 
43,218,313 


10,000,000 
8,409,626 


18,409,626 
$143,010,619 


The Basis of Financial Statements presented on page 6 Is an integral part of this statement. 


—_— — 
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BASIS OF FINANCIAL STATEMENTS 


FOREIGN EXCHANGE: Current assets and current liabilities at October 31, 1973 are translated at the year end 
exchange rates. Long-term debt is translated at the historic rate in effect at the time of incurring the 
debt. 


RECEIVABLES: At October 31, 1973 wholesale notes receivable included $3,070,592 which will mature after 
October 31, 1974, of which none will mature after October 31, 1975 and retail notes receivable included 
$67,368,347 maturing after October 31, 1974, of which $28,084,547 will mature after October 31, 1975. 


DEFERRED INCOME TAXES: The Company follows the accounting practice of providing the total amount of 
income taxes applicable to the income reported in the year regardless of the year in which the income tax 
is actually payable. 


NET INCOME: Earnings on wholesale notes are derived from carrying charges based on the monthly note 
balances and from a discount which the Company takes into income upon settlement of the notes. 
Finance charges included in retail notes are taken Into income over the life of the notes. 


REMUNERATION OF DIRECTORS AND OFFICERS: During the year there were nine directors and five 
officers, none of whom received remuneration. Four of the officers were also directors. 


INDEBTEDNESS: The long-term liabilities of the Company at October 31, 1973 and 1972, were as follows: 


SENIOR INDEBTEDNESS 1973 EE’ 
Debentures 
54% SeneS Ay GUC MOO 2 er samme ante ee ee eee $ 6,000,000 $ 6,000,000 
BUA SSENCS.D, CUGAIOG ante tes, ols ne ea ee ee 5,000,000 5,000,000 
8%% Series C, due annually commencing 1978 ............. 10,000,000 10,000,000 
8%% Series D, due annually commencing 1984 ............. 10,000,000 a 
Notes 
S476 GUE 19234 Usoe pO OCOLOOO en tise ee eee ens ee ee — 5, 1072500 
8% due 1975.. a yee PRIN Se he ed 3,000,000 3,000,000 
10% due ee commencing 11974 Oe ar eee ones 4,375,000 5,000,000 
842% due 197 6. CU S8S5s0000CO). es ee we eee 5,000,000 — 
AO Tee a oie Rea mE PEON espe ney eee nse Re Ae 43,375,000 34,107,500 


SUBORDINATED INDEBTEDNESS 
6% JNOte cd Ue: 196 Aes ete ae tere nee es a mr 2,000,000 - 2,000,000 


JUNIOR SUBORDINATED INDEBTEDNESS 


Tw Note) due 1977S 352, 5001000 ee ee ee 2,698,438 2,698,438 
14% Note; due 197705 252-500 000) ee 2,696,875 2,696,875 
74% Note, due 197 7200S => 18600 000}; aa eee 1,715,500 1,715,500 
1H%. Note,-due 1 97. Oper eee eee toot. ee eee 2,000,000 — 
Total . - Ue OE a eee 9.110.813 TAIO 818 
FOTAL LONG-1 TERM INDEBTEDNESS. ote Sink Gao an aan eee: $54,485,813 $43,2 0,on 


Dividend distribution under the provisions of the loan agreements relating to senior and subordinated in- 
debtedness is restricted to approximately $3,315,000 at October 31, 1973 and $4,200,000 at October 31, 
eZ 


INTERNATIONAL HARVESTER CREDIT CORPORATION OF CANADA LIMITED 
Statement of Changes in Financial Position for the years ended October 31, 1973 and 1972 


SOURCE OF FUNDS 


1973 1972 
Operations ae 
MetalincOlmie vrai ma rio diame sit iene ree rere ered enol Ak cert CAtt uta. $ 3,527,350 $ 2,625,595 
Non-cash transactions 
PhOVisiOMilOMmlOssesS-OMarecel VabIGSy ee secant erence onan cilinn 5: 170,000 300,000 
DICTEILeCIMe OMe ta Cop nsec coe mi irrnnna Mata Ua Cannery acu a : 18,000 (41,000) 
Hotaimunds DiOVidedzbViODelallOonSeiaerws sin .ai on mere peek ay nits 3,715,350 2,884,595 
Collections on notes receivable (except finance charges included 
Bi SOKSREAN ARON @AVEN BAD HONOR HD GAN ACh ea a rate IAN id re Ee Cue cL OL 308,143,055 224,550,689 
BIOceedsalrormussuancerOislOnG- tel GeO tig. von a eeiaue siete. eke 17,000,000 10,000,000 
Proceeds from issuance of short-term debt — net ................ 9860/7 132 Day aed iG 
Oriole rN Gleam wie detent deren a cat rar tani heinan oc wemaetananrr nn int oe, (322,418) 370 Oo ae 
TLE stele aie A ea ac UNA ha $338,403,119 $247,102,612 
APPLICATION OF FUNDS 
Acquisition of notes receivable (excludes finance charges)......... $332,5010,/85 $254,555,991 
ReCoMmPLOMeEOM OMG atehin Celica tcvauel scr 6 weds qaboecenedueoe ic cia vis 5,21 7.860 — 
Decrease (increase) in accounts payable — net................... 638,847 (8,200,375) 
PaviMeimOlmcasMeCl VIC eliC See aarn. vce crencer ida. wn eo Una TS 400,000 600,000 
fie reeset (Gecrease nlaCaSiiseen tdi cee tetanic: wanna ea lls 44% (370,373) 146,996 
TWh gb aha kA A ce a ane ea te §338,403,119 $247,102,612 
DELOWTE, HASKINS &:SELES 105 MAIN STREET EAST 
CHARTERED ACCOUNTANTS HAMILTON, ONTARIO 


To the Shareholders of 
International Harvester Credit Corporation 
of Canada Limited: 


We have examined the Statement of Financial Condition of International Harvester Credit Corporation 
of Canada Limited as at October 31, 1973 and 1972 and the Statements of Income and Income Retained and 
Changes in Financial Position for the years then ended. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the company as at 
October 31, 1973 and 1972 and the results of its operations and the changes In financial position for the years 
then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 


that of the preceding year. 
J 


November 28, 1973 


INTERNATIONAL HARVESTER CREDIT CORPORATION OF CANADA LIMITED 


STATISTICAL DATA (Dollar amounts in thousands) 


INCOME AND INCOME RETAINED 


NEO Tsy Say era ise ye mia Gu San Ear ae IN ate 
Service fee paid to parent company......... 
Provision for losses on receivables ......... 
interestand COMMISSIONS Sauna wac ewes ere 
Othercharges (Net) saw wia wana eee 
Taxes on income 
METErEGMACOMBE taka isn cumuntuin ect asaya nen 


IN CPT GOI Ose ceee a ee oat eats ea es a Pee : 
GaShici vided most cere e eee nan there 


LNCOMMEITS TAME Ca icne Catania chron Roe ae ; 


Percent of net income to average equity 
CAD Tal RNAS STUN inte ania Pray eRe LaLa 


CASTS WVU SANS |UATEA RLNRR aa oe  L an e 


CTISTLASSETS iv Cand eR oe eee tae 
Total assets 


EQUITY CAPITAL AND LIABILITIES 


Capital stock 
LHCOMMERTO CAINE Cin uicn ame tne ee nel ets ntcae ne Coane 


VOtAVEGuiny Capitation pond Anant 
COFFE NRIMNCE RTE CIES SM Ninn mos ester nano ante 
Other liabilities 
Long-term senior indebtedness 
Long-term subordinated indebtedness...... 
Long-term junior subordinated indebtedness 


Total liabilities and equity capital... .. 


NOTES RECEIVABLE 


Wholesale notes acquired................. : 
Retail notes acquired .......... Bia Anca stntices: 


ToOtalsnotes acquireG memes oun ene 


Wholesale receivables at yearend.......... 
Retail receivables at yearend ............. 


Total receivables at year end 


ALLOWANCES AND DEALERS’ CONTINGENCY CREDITS 


Allowance for losses 
Dealers’ contingency credits......../0)..0.. 


ig 
$ 18,868 
1,704 
170 


165,969 
1,501 
$167,470 


$167,470 


$234,006 
111,003 


$345,071 


$ 64,377 
118,862 


$183,239 


Sie WA 9 A) 
Set as how 


TorZ 

$ 14,291 
1,546 
300 
6,948 
458 
2,413 
2,626 
600 
S20 20 


15.1% 


$ 49 
141,697 
1,265 


$143,011 


$ 10,000 


$143,011 


$177,674 
88,419 
$266,093 


Sy ON AORN, 
SWISS 


$156,954 


Suu keg fe 
SEO WA oh 


1971 


$ 12,820 


1,314 
160 
6,234 
731 
2,278 


ZAOS 


1,200 
$ 903 


13.2% 


Say iGess 
Tike 9o4 
5203 


$117,154 


$ 10,000 
6,384 
16,384 
BISON, 
2,495 
29,920 
2,000 
Peta 


$117,154 


$127,087 
65,956 
$193,043 


$ 48,648 
74,589 


SH sere S17 


Svan ttle) 
Sole Ot 


1970 


$ 12,478 


1,161 
200 
7,289 
385 
W825 


See 


1,200 


$ 418 


10.6% 


$ 247 
109,264 

1331 
$110,842 


$ 10,000 
5,481 


15,481 


65,986 
4,046 
16,218 
2,000 
LA tel 


$110,842 


$100,472 
D7; 700 


$158,237 - 


$ 50,007 
LO;O2Z2 


a h20 520 


oe SY Pel us 
Srila tice 


1969 

$ 11,461 
1,060 
240 
6,158 
Ae 
1,900 
(345) 


2,071 


1,200 
$ 871 


14.2% 


$ 101 
105,205 
1,004 


$106,310 


$ 10,000 
5,063 
15,063 
66,399 
4,737 
11,000 
2,000 
Tal 


$106,310 


SPAS) oH) 
51,884 


$177,261 


> 66,217 
58,558 


$114,775 
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REGIONAL FINANCE OFFICES, OCTOBER 31, 1973 


EDMONTON, ALBERTA 


BURLINGTON, ONTARIO 


MONTREAL, QUEBEC 


a: FHX-150 


